Payday Lending Traps North Dakotans in Triple-Digit Interest Debt
A 36% cap on annual interest rates would protect hardworking families
Payday lending: the harms
Payday loans in North Dakota carry annual percentage rates (APR) of interest reaching over 500%. These high-cost loans
are marketed as quick solutions to a financial emergency. Research shows, however, that payday loans typically lead to a
cycle of debt, based on reborrowing, which is nearly impossible to escape. The payday lenders’ business model is
actually based on this repeat borrowing.
Payday loans are linked to a cascade of financial consequences, such as increased overdraft fees, delinquency on other
bills, involuntary loss of bank accounts, and even bankruptcy.
Moreover, payday loans routinely drain hundreds of dollars from a person’s bank account in amounts well above the
original loan amount. This fee drain hampers asset-building and economic opportunity in communities most impacted
by these predatory lending practices.
In North Dakota, payday lenders drain $6,863,350 in fees annually,i and the vast majority of the payday lenders are
headquartered out-of-state.

Payday lending: the solution
The most effective way to prevent the fee drain and consequent harms of payday loans is for states to enact a rate cap
of about 36% or less. These rate caps allow states to prevent unsafe lending practices, whether online or in a store.
Currently, 16 states and the District of Columbiaii have enacted rate caps of about 36%, saving billions of dollars annually
in predatory fees. Voters in Montana, South Dakota and Colorado enacted payday loan rate caps by ballot measure with
over 70% approval. Active-duty military families are protected with a 36% rate cap under the federal Military Lending
Act, but veterans remain unprotected and are subject to 500% interest predatory lending in North Dakota.

The North Dakota Fix
North Dakota can cap payday loans at 36% annual percentage rate (APR) to stop the debt trap. North Dakota’s Deferred
Presentment Services Act should be amended to:
•
•
•

i

institute a 36% APR cap, inclusive of all fees and charges, including those fees and charges incident to making or
renewing a payday loan;
ensure that payday lenders are not evading the rate cap by including a subterfuge provision; and
provide meaningful recourse for borrowers who are issued loans that violate the rate cap or other included
protections.
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The rate schedules for lenders Check ‘n Go (Figure 1), and Rise (Figure 2) operating in North Dakota under the Deferred
Presentment Services Act show APR’s of over 500%.
Figure 1: Check ‘n Go, an Ohio-based payday lender, is charging North Dakotans over 500% APR under the Deferred
Presentment Service Providers statute

Figure 2: Speedy Cash, a Texas-based payday lender, is charging North Dakotans over 500% APR under the Deferred
Presentment Service Providers statute.

